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FARM-RETAIL  SPREADS  FOR  FRUITS  AND  VEGETABLES  1/ 


Marketing  charges  increased  6  percent  for  fresh  fruits  and 
vegetables  last  year  but  decreased  1  percent  for  processed 
fruits  and  vegetables.     Retail  prices  for  apples  in  Chicago^ 
Los  Angeles,   and  New  York  City  were  lower  in  the  fall  of 
1957  than  in  1956,  while  marketing  margins,   in  general, 
were  higher. 

The  following  article  discusses  recent  trends  in  marketing 
charges  and  farm  values  for  fruits  and  vegetables.     It 
also  considers  marketing  charges  and  prices  for  Washington 
State  and  Hudson  Valley  apples  marketed  in  three  large 
cities  and  describes  the  cost  of  packing  Appalachian 
apples  in  the  1956-57  marketing  season. 


Marketing  charges  make  up  a  large  part  of  the  retail  price  of  fruits 
and  vegetables  —  more  than  for  most  other  foods.     The  perishable  nature 
of  the  fresh  products,   and  the  careful  handling  they  require,   together 
with  long  distances  in  shipping  and  the  necessary  prompt  movement  from 
producing  areas  to  urban  markets,  contribute  to  the  cost  of  marketing. 
Canned  and  frozen  fruits  and  vegetables  require  extensive  preparation 
and  special  packaging  before  being  marketed.     Marketing  charges  for 
fresh  fruits  and  vegetables  continued  to   rise  last  year,    but  for  processed 
products  they  declined  slightly. 

As  a  percentage  of  the  retail  price,    transportation  charges     generally 
are  larger  for  fruits  and  vegetables  than  for  other  food  groups.      The 
Interstate  Commerce  Commission  authorized  increases  effective  in  August 
1957  in  rail  freight  rates  for  fruits  and  vegetables  of  9  percent  for 
Southern  Territory  and  L4  percent  for  Eastern  and  Western  Territories. 
However,   for  all  areas  the  maximum  increase  authorized  for  fruits  and 
vegetables  was  11  cents  per  100  pounds.     These  increases  included  the 
emergency  increases  effected  in  December  1956  and  February  1957. 

Labor  costs  are  also  a  large  part  of  the  marketing  bill   for  fruits 
and  vegetables.     Hourly  earnings  of  employees  of  food  marketing  firms 
averaged  $1.90  in  1957,   compared  with  $1.31  in  1956,   an  increase  of  5 
percent. 

Fresh  Fruits  and  Vegetables 

The  farm  value,  or  payment  farmers  received  for  fresh  fruits  and 
vegetables  in  the  family  "market  basket,"  decreased  7  percent  from  about 
&43  in  1956  to  $/>5  in  1957.   2/     The  farm-retail   spread  for  these  products 
increased  6  percent  during  the  same  period,  froa  $81  in  1956  to  #86  in 
1957.     This  spread  is  the  amount  marketing  agencies  received  for  handling 
and  transporting  produce  from  the  farm  to  consumers.      The  retail  cost  of 
these  items  rose  2  percent  to  $131  in  1957  from  $129  in  1956.     Both  the 
spread  and  the  retail  cost  reached  record  levels  in  1957  while  the  farm 
value  -was  16  percent  below  the  1952  record. 

1/  Prepared  by  Alvin  Z.   Macomber,   Marketing  Specialist,   Market.   Res. 
Div. ,  Agr.   Market.   Serv. 

2/  The  "market  basket"  contains  the  average  quantities  of  farm-produced 
foods  purchased  by  urban  wage-earner  and  clerical -worker  families  in  1952. 
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Percentage  changes  in  the  farm  value  and  farm-retail   spread  varied 
for  individual  fresh  fruits  and  vegetables  last  year.      The  farm  value 
for  apples,   grapefruit,   carrots,   and  celery  increased  between  10  and  15 
percent  from  1956  to  1957.      Sweetpotatoes  increased  22  percent  and 
cabbage  33  percent.      Decreases  of  nearly  10  percent  occurred  for  oranges, 
onions,   and  tomatoes.     Potatoes  decreased  40  percent  in  farm  value, 
averaging  1.6  cents  per  pound  in  1957  compared  with  2.6  cents  in  1956. 
The  spread  for  sweetpotatoes  increased  14  percent  —  the  largest  increase 
for  any  of  the  fresh  fruits  and  vegetables.     For  apples,  lettuce,   and 
celery  spreads  rose  by  about  10  percent  while  rises  for  all  other  major 
items  were  a  moderate  3  to  8  percent,   except  for  potatoes  for  which  ther? 
was  a  slight  decrease  in  1957. 

Processed  Fruits  and  Vegetables 

The  farm  value,   retail  cost,   and  farm-retail   spread  for  the  processed 
fruits  and  vegetables  in  the  market  basket  each  decreased  from  1956  to 
1957.      The  farm  value,   at  about  $17  in  1957,   was  down  6  percent  from  1956. 
The  farm-retail   spread  was  $71,   1  percent  less  than  in  1956. 

Much  of  the  decrease  in  the  farm  value  can  be  attributed  to  canned 
peaches,   frozen  concentrated  orange  juice,  and  frozen  strawberries  which 
decreased  12,   16,   and  23  percent,   respectively.      The  farm  value  for  canned 
corn,   peas,   and  tomatoes  and  frozen  peas  and  green  beans  increased  3  to  4 
percent. 

Farm-retail   spreads  for  most  processed  fruits  and  vegetables  decreased. 
Spreads   for  strawberries  and  frozen   peas  decreased  6  and  8  percent,    respec- 
tively,  while  those  for  canned  peaches  and  frozen  green  beans  increased 
3  percent. 

Marketing  Margins  and  Prices  for  Apples 

Margins  for  apples  in  three  large  cities  were  calculated  from  avail- 
able price  reports.      This  was  part  of  a  project  to  measure  changes  in 
marketing  margins  on  a  continuing  basis.     Price  reporting  was  improved 
in  1955  by  obtaining  more  specific  commodity  descriptions. 

The  retail  price  for  Washington  Delicious  apples  sold  in  Chicago, 
New  York  City,   and  Los  Angeles  during  the  fall  of  1957  averaged  $3.27 
per  western  box.      During  the  fall  of  1956,    it  was  $9.57,   and  the  1956-57 
season  average  was  $10.04. 

While  the  retail  price  of  Washington  Delicious  apples  was  lower  this 
fall   than  last  fall  in  these  markets,    the  wholesale-retail  margin  rose 
from  an  average  of  #3»94  to  $4-64  per  box,   an  increase  of  18  percent.      The 
vholesale-retail  margin  in  Chicago,  New  York  City,  and  Los  Angeles  averaged 
56  percent  of  the  retail  price  in  October-December  1957,   an  increase  of 
16  percentage  points  over  the  1956  marketing  season  and  10  percentage 
points  more  than  for  the  1955  marketing  season. 
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In  New  York  City  the  wholesale-retail  margin  for  Washington  Delicious 
apples  increased  by  39  percent  from  $3.22  in  October-December  1956  to 
$4.4.8  in  1957   (table  19).     In  Chicago  this  margin  increased  by  21  percent 
during  the  same  period.     In  Los  Angeles  the  actual  wholesale-retail  margin 
for  Washington  Delicious  apples  was  $4.63  for  November-December  in  both 
1956  and  1957,   but  this  margin  as  a  percentage  of  the  retail  price  in- 
creased by  14  percentage  points  in  1957. 

In  New  York  City  retail  prices  for  Hudson  Valley  Delicious  apples 
and  for  Washington  Delicious  were  about  the  same.     However,   the  retail- 
wholesale  margin  was  higher  for  the  Hudson  Valley  Delicious.     For  Hudson 
Valley  Mcintosh,   both  the  retail  price  and  marketing  margin  were  lower 
than  those  for  Hudson  Valley  Delicious  apples. 

In  Los  Angeles  retail  and  wholesale  prices  for  Washington  Winesap 
apples  were  lower  than  for  Washington  Delicious  in  the  1956  and  1957 
marketing  seasons.     For  example,  in  the  1956-57  marketing  season,   the 
retail  price  for  Winesaps  averaged  $9*55  while  for  Delicious  it  averaged 
$10.20.     Total  marketing  margin  for  Winesaps  was  also   slightly  lower 
than  for  Delicious  in  these  two  seasons. 

Costs,  of  Packing  Appalachian  Apples 

The  Appalachian  apple  area  produces  approximately  20  percent  of  the 
Nation's  apples.  2/  About  one-half  of  the  Appalachian  apples  moves  into 
fresh  market  channels  and  the  other  half  goes  to  processors. 

During  the  1956-57  marketing  season  the  cost  of  handling  and  packing 
fresh  apples  in  eight  of  the  larger  packinghouses  in   the  Appalachian  area 
averaged  $1.04  per  Northwest  box  (table  20).     The  cost  of  packing  bushel 
baskets  and  tray  packs  averaged  89  cents  and  90  cents,    respectively. 
These  costs  include  all  functions  involved  from  the  time  the  apples  entered 
the  packinghouses  until  they  were  ready  for  storage  or  loading  into  trucks 
or  rail  cars  for  shioment  to  market- 
Labor  costs  involved  in  packing  Northwest  boxes,   bushel  baskets,   and 
tray  packs  averaged  27  cents,   24  cents,   and  20  cents,   respectively.     The 
container  cost,  which  includes  lid,  liner,   and  pads,   averaged  67  cents 
for  the  Northwest  box,    55  cents  for  the  bushel  basket,   and  60  cents  for 
the  tray  pack.     Overhead  cost  which  includes  building,   equipment,   and 
other  costs  averaged  10  cents  per  packed  container. 

The  labor  costs  for  the  various  operations,    except  for  packing,   were 
much  the  same  regardless  of  type  of  pack.      The  cost  of  labor  for  dumping 
and  grading  averaged  6  cents  per  packed-out  container. 

In  packing  the  Northwest  box,    each  apple  is  individually  wrapped. 
This  type  of  pack,    therefore,   requires  more  time  and  workers  with  a  higher 
degree  of  skill   than  either  the  bushel  basket  or  tray  pack.      The  per-unit 
labor  cost  involved  in  placing  the  fruit  and  lidding  a  Northwest  box 
averaged  15  cents ;    labor  costs  were  12  cents  for  bushel  baskets  and  8  cents 
for  tray  packs. 


1/  Appalachian  apple  area  includes  portion  of  Virginia,   West  Virginia, 
Maryland  and  Pennsylvania. 
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Table  19.-  Prices,  margins,   and  returns  for  apples  marketed  in  New  York  City, 

Chicago,  and  Los  Angeles,  1955-57 

Washington  Delicious  1/ 


Item 


New  York  City 


Dec.  , 

Oct. 

1955- ; 

;  1956- 

May  ; 

.  May 

1956  : 

;  1957 

Oct.- 

Dec. 
1956 


Oct.- 

Dec. 

1957 


Chicago 


Oct. 

'  Oct. 

1955- : 

!  1956- 

June 

!  Msy 

1956  ; 

;  1957 

Oct.- 

Dec. 

1956 


Oet.- 

Dec 

1957 


Prices  or  returns: 
Retail  prices  2/  . 
Auction  prices  %/ 
Packinghouse 

returns  lj  . . . . , 


Margin  (packinghouse 
to  retail): 
Wholesale-retail 

margin  jj/  

Terminal  selling 

charges  6/  

Transportation 

charges  7/  

Total  


Percentage  of  retail 
price: 
Wholesale-retail 
margin  


Terminal  selling 
charges 

Transportation 

charges  

Total  


Pol.   Pol.   Pol.   Pol.   Pol.   Pol.   Pol.   Pol. 


8.13   9.69   9.03   8.37   8.04  10.23   9.70   8.72 
4.62   6.02   5.81   3.89   4-59   6.39   5.72   3.90 

3.15   4.43   4.27   2.40   3.33   4.98   4.38   2.61 


3.51   3.67   3.22   4.43   3.45   3.84   3.98   4.82 
.31    .39    .37    .26    .30    .41    .37    .26 
1.16   1.20   1.17   1.23    .96   1.00    .97   1.03 


±.<v        x,i.i        ±.<c^ .yo    J..UU .yv 

4.98   5.26   4.76   5.97   4.71   5.25   5.32   6.11 
Pet.   Pet.   Pet.   Pet.   Pet.   Pet.   Pet.   Pet. 


43 
4 


61 


38 

4 

12 


36 
4 
11. 


53 

3 

11 


43 

4 

12 


37 

4 

10 


a 

4 
10 


54 


53 


71 


59 


51 


55 


55 

3 

12 


70 


See  footnotes  at  end  of  table. 
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Table  19.-  Prices,  margins,  and  returns  for  apples  marketed  in  New  York  City, 
Chicago,  and  Los  Angeles,  1955-57  -  Continued 


Washington  apples 

in  Los  Angeles  l/ 

Peli< 

3ious 

',           Wine  sap 

Item 

\     Nov.  ', 
'.    1955-  ; 

\     Apr. 

!   1956   ! 

Nov.  ] 

:  1956- : 

',     Mar.  ! 
i  1957  : 

:  Nov.-  : 
:  Pec.   : 
:  1956  : 

:  Nov.-  ! 
:  Pec.  j 
:  1957  ; 

Jan. 

1956-  ; 

June 
1956  ! 

Pec. 
'.     1956- 
',     June 
!  1957 

Prices  or  returns: 
Retail  prices  2/  ».; 
Wholesale  prices  8/ 
Packinghouse 

Margin  (packinghouse 
to  retail): 
Retail  margin  10/  . 
Wholesale         i 

Transportation 

charges  7/  12/  . . : 

:  Pol. 

i     8.35 
:  4.76 

!  3.33 

I  3.59 
:   .84 
i   .59 

Pol. 

10.20 
5.97 

5.00 

4.23 
.34 
.63 

Pol. 

9.99 
6.25 

4.75 

3.74 
.39 
.61 

Pol. 

7.72 
4.15 

2.42 

3.57 

1.06 

.67 

Pol. 

7.22 
4.21 

3.47 

3.01 

.14 

.60 

Pol. 

9.55 
5.83 

4.96 

3.67 
.28 
.64 

Total  

•  5.02 

5.20 

5.24 

5.30 

3.75 

4.59 

Percentage  of  retail  ' 
price:            ! 

Retail  margin  ! 

Wholesale  margin  . . . 
Transportation 

:  Pet. 

!   43 
:   10 

:    7 

Pet. 

42 
3 

6 

Pet. 

37 
9 

6 

Pet. 

46 
14 

9 

Pet. 

42 
2 

8 

Pet. 

38 

3 

7 

Total  

•   60 

51 

52 

69 

52 

48 

See  footnotes  at  end  of  table. 
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Table  19.-  Prices,  margins,  and  returns  for  apples  marketed  in  New  York  City, 
Chicago,  and  Los  Angeles,  1955-57  -  Continued 

Hudson  Valley  apples  in  New  York  City  l/ 


Item 


Delicious 


Oct. 
1956- 
Feb. 
1957 


Oct.-  : 

Oct.- 

Nov.      : 

Dec. 

1956     : 

1957 

Mcintosh 


Oct. 
1956- 
Mar. 
1957 


Oct.- 

Dec. 

1956 


Oct.- 

Dec. 

1957 


Prices  or  returns: 
Retail  prices  2/ 
Wholesale  prices  8/ 
Packinghouse 

returns  ij 


Margin  (packinghouse 
to  retail) : 
Retail  margin  10/ 
Selling  charges  13/ 
Transportation 
charges  14/  ..... 
Total  


Percentage  of  retail 
price: 

Retail  margin  

Selling  -harges  . . . 
Transport  tion 

charges 

Total  


Dol. 


9.61 
4-24 

3.69 


5.37 

.30 


Pet. 


56 
3 


62 


Dol. 


9.26 
4.00 

3.47 


5.26 
.28 


Dol. 


8.29 
2.75 

2.30 


5.54 
.20 


Dol. 


8.43 
3.42 

2.93 


5.06 
.24 


Pet. 


57 
3 


Pet. 


67 

2 


Pet. 


59 
3 


63 


72 


65 


Dol. 


8.82 
3.58 

3.03 


5.24 
.25 


Pet. 


59 
3 


65 


Dol. 


6.30 
1.90 

1.52 


4.40 
.13 


.25 

.25 

.25 

.25 

.25 

.25 

•     5.92 

5.79 

5.99 

5.55 

5.74 

4.73 

Pet. 


70 
2 


76 


See  footnotes  at  end  of  table. 
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Table  19.-  Prices,  margins,  and  returns  for  apples  marketed  in  New  York  City, 
Chicago,  and  Los  Angeles,  1955-57  -  Continued 

1/  Washington  apples  in  Northwest  box,  UU  pounds  net  weight;  Hudson  Valley 
apples  in  Eastern  crate,  54-  pounds  net  weight. 

2/  Retail  price:  Average  price  for  the  first  3  days  of  the  week  containing 
the  15th  of  each  month  for  a  quantity  equivalent  to  the  wholesale  package  less 
spoilage  at  retail. 

j/  Auction  price:  Average  price  all  sizes  of  apples  for  the  week  which  includes 
the  8th  of  the  month. 

ij  Auction  or  wholesale  price  less  selling  charges  and  transportation  costs. 

J§/  Retail  price  less  auction  price. 

6/  Broker's  commission,  k   percent;  auction  selling  charge,  1.75  percent;  and 
auction  handling  charge,  U   cents  per  box. 

7/  Rail  freight  from  Wenatchee,  Wash.,  plus  carrier's  protective  service  and 
3  percent  Federal  tax. 

3/  Wholesale  price:  Tuesday's  price  for  the  week  which  includes  the  8th  of 
each  month. 

^/   F.o.b.  price  Yakima  Valley,  Wash.  Average  price  for  the  week  which  includes 
the  1st  of  the  month. 

10/  Retail  price  less  wholesale  price. 

11/  Wholesale  price  less  price  f.o.b.  packinghouse  and  transportation  costs. 

12/  Truck  transportation  costs  were  approximately  60  cents  per  box  in  Nov. -Dec. 
1957.  Over  one-half  Los  Angeles  apples  from  Washington  State  go  by  truck. 

13/  Commission  selling  charge  of  7  percent  of  wholesale  price. 

14/  Estimated  charges  per  crate  of  apples  carried  by  independent  truckers  from 
the  Hudson  Valley  to  New  York  City. 
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After  being  packed,   the  containers  are  labeled,    tallied,   and  stacked 
on  the  packinghouse  floor  preparatory  to  loading.      The  labor  cost  for 
these  operations,   plus  crating  culls  and  stacking  empty  boxes,   make  up 
the  "container  handlingn  costs  which  averaged  3-1/2  cents  per  packed 
container.     Other  labor  costs  and  cost  of  supervisory  activities  averaged 
2-1/2  cents  per  packed  container. 

Table  20.-  Average  costs  for  packing  apples  in  8  packinghouses, 
per  packed  Northwest  box,  Appalachian  area,  1956  1/ 

:  Cents 
Labor  costs:                                                             : 

Dump  and  grade :  6.1 

Packing  and  lidding :  15.0 

Container  handling  and  culls :  3.5 

Supervisory  and  miscellaneous :_ 2.5 

Total   :  27.1 

Box,   liner,   pads,   and  paper s:  67.0 

Estimated  overhead  costs:  : 

Building :  1.8 

Equipment :  5.7 

Other  2/ : 2.8      

Total  . ... :  10.3 

Total  costs :  104.4 

• 

1/  Data  from  an  unpublished   study  by  the  W.   Va.   Agr.   Expt.   Sta.   and 
AMS. 

2/  Repairs,    services,   insurance,   and  taxes. 


